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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: HOLLOWAY & ASSOCIATES, INC.
OFFICIAL USE ONLY
FIRM ID. NO.

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)

ONE MILL PLACE, SUITE 101

(No. aad Strees)
EASTON MARYLAND 21601-1559
(Gity) (Stase) Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

MAURICE F. WALLACE, CPA 410-822-9306
(Area Code — Telephooe No.)

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report®
WALLACE & COMPANY, CPA'S

(Name — f individusl, sieee lest, first, micidie nasme)

11 BAY STREET, P O BOX 1496 EASTON MARYLAND 21601-1496
{Addres) G (Seme) Zip Code)
CHECK ONE:

EXCertified Public Accountant
O Public Accountant
O Accountant not resident in United States or any of its possessions.

PROCESS ED
T MAR 1 1 2003
FHOMSON

*Claims for exemption from the requirement that the annual report be covered by the opinion of an PllRA@Ipgublic accountant
must be supported by a statement of facts and ci on as the basis for the exemption. See section 240.17a-5(e)(2).
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OATH OR AFFIRMATION

1, __F. DAVID HOLLOWAY swear (o affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
HOLLOWAY & ASSOCIATES, INC. as of
DECEMBER 31 2002, ¥9XXX | are true and correct. I further swear (or affirm) that neither the company
nOr amy partner, proprietor, principal officer or director has any proprietary imterest in any account classified soley as that of
a customer, except as follows:

~ jw o
PESTDENT SIS

(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
. (d) Statement of Changes in Financial Condition.
(¢) Statement of Changes in Stockholders’ Equity or Panncrs or Sole Prometor’s Capital.
$)) StatunmtofChangamhabﬂmaSubordmawdwdmmsofCrednm
() Computation of Net Capital
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(@ Information Relating to the Possession or control Requirements Under Ruie 15¢3-3.
() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.
() An Oath or Affirmation.
{m)A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
(x) (o) STATEMENT OF CASH FLOWS

008 0 OCO0ORKRBONNS

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Wallace & Company, CPA’s PG, Box 1406
Easton, Maryland 21601

Phone: 410.822.9306
Fax: 410.822.9309

The Board of Directors
Holloway & Associates, Inc.
One Mill Place, Suite 101
Easton, Maryland 21601-1559

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying statement of financial condition of Holloway & Associates, Inc. as of
December 31, 2002, and the related statements of income, changes in stockholder's equity, the
computation of net capital requirement and cash flows for the year then ended that you are filing pursuant
to rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are the responsibility

of the Company's management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

As described in Note 1, the accompanying financial statements, including the net capital computation,
were prepared as required by the Securities and Exchange Commission.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Holloway & Associates, Inc. as of December 31, 2002, and the results of its operations
and its cash flows for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The supplemental information is presented for purposes of additional analysis and is not a
required part of the basic financial statements, but is supplementary information required by rule 17a-5 of
the Securities Exchange Act of 1934. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

Waliaw s (onpary s

Easton, Maryland
February 11, 2003



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I1A :

BROKER ORDEALER ~ HOLLOWAY & ASSOCIATES, INC. ' , N 3 . GooJ
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

2 of (MM/OD/YY) 12/31/02 99
sec FILE NO. 8232650 <L
ASSETS Consotidates |___| 198
Unconsolidated l_X_] 199
Allowable Non-Allowsble Total
UoCash oo s 7,504  [200] s 7,504 [750
2. Receivables from brokers or dealers:
AAClearanceaccoum...................: ! 295 ‘ X
B. Other. .o\ , 300 |$ 550 [0 |
3. Recevaoles trom non-customers. . .. .. .. ... 9,146 ass [s/37 600 |7 16,883 | 830 |
4. Securities and spot commodities
owned, at market value:
A. Exemptedsecurities .. ............... 418
B. Debt secunues. . .. ... S, 419
C.Options......... ... ... .......... 420
D. Othersecurivnes . . ................... 424
E. Spotcommodities. .. ................ M 430 [es0
S. Securities and/or other investments
not readily marketable:
A. At cost Y $ 130
B. Atesumated fairvalue .. ............. I 440 I 610 ' 860
6. Securities borrowed under subordination agree-
ments and partners’ \ndividual and capital
securities accounts, at market value: I 460 ’ [e30 ! | 860 ]
. Exempreg
securities $ l 150 ]
8. Other
securitres S (60 I
7. Secureddemand notes:.................. 470 ] 640 ' . 890 !

market value of collateral:
A. Exempted

secunties $

8. Other

l 170]
securities $ I 130,
] 190,

8. Memoberships in exchanges:
A. Owned, at
market §
8. Owned, atcost . ...................
C. Contributed for use of the company,

[esa]
[eeo] [0 ]

at marketvalue . . .......... .. ... ...,

b

investment in and receivables from

athiiates, subsidiyries and

associated partnerships . . ... .. ... .. .. I 480 l 670 9N3
Property, turmiture, equipment,

5

leasehoid improvements and rights
under iesse agreements, at cost-net

of accumuiated depreci tion

NCIAMOTUZBUON . . . ., .o v v ei i oo, 490 680 ! T 920 ]I
11, Other assers. . PREPAID. EXPENSES. .. 535 4,579 735 4.579 L
2. TOTALASSETS .....ocvnovvnennnns s 16,650 540 | $ 12,316 740 [ S 28,966 | 940 |

OMIT PENNIES
SEE ACCOMPANYING NOTES AND AUDITORS® REPORT.
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S “TUNAINUIAL ANU UPEHATIONAL COMBINED UNIFORM SINGLE REPORT

PART HA '

BROKER OR DEALER

HOLLOWAY & ASSOCIATES, INC.

aof__12/31/02

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING

AND CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

SEFE ACCOAMPANVTN VNATEQ AND ATINTTARC!

78
2

DEDNART

OMIT PENNIES

BASIC FILERS ONLY

Al Non-A.l.
l Liabilities Liabilities Liabilities Total
——— m——— —
13. Bank loanspavable..................... H 1045] § rﬁs?]y,s [1a70 }
14. Payvabtie to brokers or dealers:
| A. Clearance account................... 1114 1315 1560 I
B. Other. . ... ... ... ... ,z . 1115 1305 1540 {
15, Payable ta roncustamers. .. .. ......,.... 1155 1355 16|0J
16. Securities sold not yet purchased,
I atmarketvalue .. . .................. ’1330 i ] 1620 }
17. Accounts pavable, accrued liabtlities,
eXPENSES ANA OINGr . . . o' oo, 1,465 ﬁm 1385 1,465 ‘ 1685 l
I 18. Notes and mortgages payable:
A. Unsecured . . ....................... 1210 ) 169
B Secured........................... 1211] ¥ [13907] ¥, | 1700
19. Liabilities subordinated to claims
' of generai creditors:
A Cashborrowmngs: . .................. m ! 1710
1. from outsiders § $ 970
l 2. Inciudes equity subordination (15¢3-1 (d))
of .... s 9801
B. Securities borrowings, at market value:. . . ﬁ-‘m [‘Eo‘]
' from outsiders $ m
C. Pursuant to secured demand note
collateral agreements: . ... ............ luzol ’ 1730{
I 1. trom outsicer: $ l 1000 ‘
2. -includes equity subordination (15¢3-1 (d))
of ... $ I 1010 [
D. Exchange memberships contributed for
l use of company, at market value. . . ... .. [1430] [17a0]
E. Accounts and other borrawings not
Qualified for net capital purposes . ...... 1220 1440 1750
I 20. TOTAL LIABILITIES ........... s 1,465 1230 s 1450| $ 1,465 | 1760
Ownership Equity
l 21, SOIE OFOBFIBIOTINID - . .. oottt e e e e e e ;3 1770
22. Partnership (limited partners ... ...... ... A 1 10201) 1780
23. Corporation:
AL PrOIOITOO S1OCK . . . oo o it et e e s s e e e et e e et e e et e s et paa s 1IN
l B. Common stock .. 1000 AUTHORIZED, ISSUED AND OUISTANDING, NO PAR VALUE 1,000  Jh792
C. AQItIONS] PAT-IM CROMBE . .. oottt e e et et e et et e /7,818 1793
O, FBUBINEG @8FMINGS . . ..ottt e ittt e et e e e 18,683 1794
l L300 -1 7 1 GO 27,501 1793
F. LETS CODIEI BTOCK i EPOBBUIY . <« -« v v v e eeeiannneeanannree e e e aaeen M § 1798
24. TOTAL QWNERSHIP EQUITY . ..o ooeeeeenaeenn .. i s /5,001 | 1800
l 25. TOTAL LIABILITIES ANDOWNERSHIP EQUITY .. ..ottt e nnaeieeaenneen s 28,966 | 1810




FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER  yn110uay & ASSOCIATES, INC. , asof __12/31/02

COMPUTATION OF NET CAPITAL

1. Total ownership equity from Statement of Financial CONGItION. . .. ... ...\ u ot ieaanrasaanannnnn $ 27,501 3480
2. Oeguct ownership equity not allowable for Net Capitel . . .. .. ... ... .. i iiiniiinnn it eiosvasanasosenes wl | 3480
3. Total ownerthip equity QUAIINED 107 NOT CaITBE « - - . o oo vttt ettt ettt e et et e e e et aieanranans 27,501 3500
4. Add:
A. Liabihties subordinated 10 ciaims of general creditors allowable in computation of netcapital. . . .....cccovvvvne 3s20
8. Other {deductions) or allfowable credits (List). .. .. ... ... i i i i i i ey 3525
5. Total capital and aNowabie SUDOTEINATET NADINTIES. . . .. ... ..ot ttree e e s e s e et enr e $ 27,501 3530
6. Oeductions and/or charges: 14
A. Total nonatiowabte assets from Statement of Financial Condition{Notes 8 and é’) S 12,316 3540
B. Secured demand NOTE CEFICIBNEY . . . .. - oo e e e e e e e e et eeeennnnns, 3590
C. Commodity futures contracts and spot commodities.
Proprietary capital Charges. . . . . ... .ttt i e [3800]
0. Other deductions and/or charges. . ... ... ettt . 3810| | 12,3 16 N 3620
7. Other additions anc/or allowable credits (Listh. . .. ... ... ... ... . ... i 3630
8. Net capital DefOre NaIrCULS ON SECUTITIES POSIIONS . . ... ..o\ rer e ie s e e et aieeaeaaaraones ys 15,185 3640
9. Harcuts on securities (computed, where applicable,
pursuant to 15¢3-1 ()): .
A. Contractual SECUrities COMMUITMENTS . . ... .. .. ... .....uinurnnrrnn.nn. s 3660
8. Subordinated securities DOFFOWINGS . . . .t e 3870
C. Trading and investrment tecurities:
1. EXeMpIBO SOCUNMTICS . . . . . ...ttt e e .'. 3735
2. et SOCUNITI®E . . . .. e e e -3733
. ODHOME L e e s 37130
A Other sBCUINITIBE . . ... ..ttt ettt e e e 3734
D. UNQue CONCBRTIATION . . .. ... ittt ittt iea e aie i 3850
E. Other {Listh . . . ... i e e 37384 | 1| 3740
10, NBE CaBItAE . . . . oottt e e e s 3____15_3 185 3750

OMIT PENNIES

SEE ACCOMPANYING NOTES AND AUDITOR'S REPORT.
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BRUKER OR DEALER HOLLOWAY & ASSOCIATES, INC. wol

COMPUTATION OF BASICNET CAFi AL REQUIREMENT
L Part A

l ; ‘ :: 19, mmm.'m‘ms“h‘a ..'."....0....II....Q...O.I.....’b..l.l.....‘l-..'...’

4 12. mmmmwumm«mu-—mmw .
of tubwehaeies comouiad in sccordance wieh New (A) ' s

BRI}

5,000 7188

BT Net caonat comsieerneny (greseer of ime i1 o (2D .

e
S '”-0----.0--..-..-¢oo..-..o--..o-..-o.oa.--o---'."
» .

5,000 3760

" "--', 14. Excess nes caonst (Sine 10 less 133 A L L L L L N X 1L L L ]

10, 185 3770

' 18, Excess net canival st 1000 (line 10 lexs 10% of line () 3

MR AL L L L Y TR R L A L h i
I

COMPUTATION QF AGGREGATE INDEBTEDNESS

18 Totad AL istwutien (ram Staterent of Financisl Conctition. f

1,465  [3990]

A AL R LY TY Y Y Y T Y T Y T R A SR L L L LA R S A
. 17, Add.

Leg
<05
2R
‘.

A Dradrs (ar imumahere credit . . . D R R N R o n’
8. Martes vaiue of saeurines horrowse 108 which no Eauveiene

l:nui
eearenresrectrannnsnreness S E |
3320

0.......l.‘............-d.....-.-.‘.’

a
.
.
.
.
.
.
.
.
.
.

'!9. Tasal agpregese cnoivhteciness . e R

TR ERE R R R N R N e

1,465 3840

-20. Prrcamtam of DEPTERe etainerswrs 10 oot caneal (line 19+t (e 103 . ..0.vvnenennes

9.551 38580

cespessacasressesaNe

E
L 3
. 21. Percentage of deti 10 debe-emty (0L COMDULEr in ACCONIANCE weth Aule 18211 (d) %

0 Jus0

........ sessacansessossrsee

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part 8

22. 0 of commnes SpPEYIE Cihn WS 33 SATWS wn Fownuie for Reterve Assuwenune curruant 10 Auie
1623-7 crenerust as of the cisee of the NSt CADNA COMDBLANON iatiucling OBtR brokers OF dealers
"WM’m------‘------u----............... sesesassassssrusee

23, Mimemen doliar net camtal reguiren et Of EDOITAG Oroker OF dERIEr ARt FRRMTINR NTT CODNH

PRSI Of TEDMNAGIISS COMDUINT I SEEOMIENCE Wath NOIR (AD . ..oensenonennnensseonentsssss .4

24 Net capral ronmrerrant (qressr of e 2200 700 . o..aalel, eeveressesreeenaeensresnensrensten seons

75, Excots net canwat (line 1030 24) . ... eriesecenevesacas cesvecanses eoraseneansaessnsananny vevancecss 3

8. Nax capiat wn avenss oft s
ﬂdm"a-o-naﬂ?ﬁm ceestesietentoiesrsensaseenetianes cesseorses cere sasenians eoes

o

al ﬂ-mnmwmumhm.mmmmmw
of 1he reportng troker deater and, (07 vach tubticiiary (0 08 comotidated, the greser of:
1. Minisnuw cibilar /et CRINal retprevREnt, OF
2. 6238 of sgpegne insstesinen or 7% Of sggregme debin if sirrmecive sechod i vsse.
ummmwdmeMmmulmwm
COversd 13y SUDBIAASHOR SEFUSIIENTS NOT (N LELIIATTOTY (Ormy and the rerket valees of memiersitgs in
exchanaes conerinssed 10¢ e of company (conira 10 itemn | 740) and permens’ SeEsInes wivich ware *
charind +% SRNaliGwalie SINeTS.
Fammuwnmmldﬂuhﬂt&mw‘m.mdm
age-elicwalie amets.

SEE ACCOMPANYING NOTES AND AUDITOR'S REPORT.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

l PART 1IA
BROKER OR DEALER HOLLOWAY & ASSOCIATES, INC.
I For the pericd (MMDDYY) from ¥ 01/01/02 [3932{t0 12/31/02 |3933
Numbaer of months included in this statement 12 3931
l STATEMENT OF INCOME (LOSS)
REVENUE
I 1. Commissions:
a. Commissions on transactions in exchange listed equity securities exscuted on an exchange. . ..................-. s 3935
D. COMMIsSions oN iStBA OPLION IrANSBCHONS . ... e\ uttieentan et s ennanaans st ennte e seeraanessenssserannns M 3938
l €. Ali other securities commissions ..., ANN UITIES ........................................................ 147,331 3939
d. Total securities commissions ... .. e e e e e e e e e e e e e 3940
2. Gains or logses on firm securities traging accounts
a. From market making in options on a national securities exchangs .............................. e e 3948 |
D. From @Il O NBr tr8OINQ . ...t i e ettt e et e 3949
c. Total gain (1088) ... ... i, e e e e e 3950
3. Gains Or 108368 oN firM SECUfIties INVEBIMENL ACEOUNIE . . ... . .ttt irtin sttt e s e e e e e e 3952
l 4. Profit (l0ss) from underwriting and S8IlING GroUDS . ... vttt e e y 3985
§. Revenue from sale of investment company shares .. MUTUAL . FUNDS ....................................... 4l,c01 3970
8. COMMOTItIBS IBVBNUB .. ...\t o\tterueinenaretse s ie e te et ettt e e e ettt e e et e e e e e e et 3890
l 7. Fees tor account supervision, investment advisory and adminiStralive SBIVICES ... ............evvrireenennnnnnn.s 3978
8. Other revenus ....... INIERESI.INQQME ................................................................ 347 IS
Q. TOMB] POV . ...ttt et e e e e e s 189,461 403
l EXPENSES
10. Salaries and other employment costs for generat partners and voting stockholder officers ................c....... s 92,998 4120
11. Other amoloyee compensation and DEMEILE .. ... .. ..ottt et e e y 1,232 4118
12. Commissions DBId 10 Oher DIOKEr-GOBIOIS . ... ... .. ...ttt ettt itetntan s aereesnessneounroserssvenennn 4“0
13, INIBIOSE BXDBNSB . ... ...ttt ittt e et e e e e e e e e e 4078
I A. Includes interest on accounts subject to subardination agreements . ............... ]um] ‘
14, ROGUIBIOTY 1063 ANG BXPBNSBS . ... ... vtet e tieeas e m et e teta et tar e et e natane e ean e rnseasasnereenanann iﬂ“
15, OtNBr BXDBMSOE . .. ... ... itttte ittt et e e e e e e e e e e e e 99,926 | 4100
.16. TOUAl BRDBABER . .. oo ee ettt e e e ) 194,156 | 4200
NET INCOME
|17. Net income (loss) befors Federal Income taxes and Jtems below (tem O fess Item 18 ). .. ..............cocovunnnn s (4,695) |eane
18. Provision for Federal INCOmMS tAXES (107 DAPBAL ONIY) ..ottt e i e ettt e er e M 4220
19. Equity In eamings (losses) of unconsolidated subsidiaries not Included abave . ... ...t 4222
l 8. After Federal incoms taxes of ..... e et e a e e Lﬂuj
0. Extraordinary gains (103388) ............... e e e e e et e e e e e e e 4224
a. Aler Faderal iNCOME tAXOE Of . ... ...iviiiieninonieeenaieaian e e ireneaanens 423 ‘
1. Cumuiative effect of changes in BCCOUNUNG DPrNCIDI®E ... .. ... . ... . . . . ittt inereinsotnrrnnncernenarans 4223
. Net income (loss) after Federal iNnCOM® tAXES aNG OXIFAOTTINATY IOMS . . ... ... ....ourureeenrscraneenonneaeneinens [ (4,695) 423
'ONTHLY INCOME
3. Income (current month only) before provision for Federal income taxes and extraordinasry items.................... L 11,521 |‘3“ I

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IHA
7
BROKER OR DEALER HOLLOWAY & ASSOCIATES, INC. 5
|
For the periog (MMDDYY) frem __01/01/02 to_12/31/02
STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. Balance, BEGINAING Of PErIOT. . . . . .. .t e e e $ 37,196 4240

A NEEINEOME (1058). . o oot e et e {4,695) 4250

B. Additions {Inciudes non-conformmgeapital of .. ... ... ... ... .. ... Ys 4262 | 4260

C. Deducnons (Inciudes nonconformingcamtalof . ... ... . .. ... . ... . ... $ 4272 | 5,000 [ 4270

2. Baiance, end of period {From item 1800)

............................................................ s 27,501 [[4290

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. B3lance, DeGINMING Of PRAIOT . . .« v o ottt e e e ,! s 0 . 4300
AL TACIRASES . . . o i e e e e e e e e e e 4310
B. DBCIRASES. . . . o . oo 4320 |

4. Balance, end of period (From tem 3520) . .. .. .. L e H 0 ! 4330 .

OMIT PENNIES

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT.
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HOLLOWAY & ASSOCIATES, INC.
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2002

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash Received From Commissions
Interest Received
Cash Paid to Suppliers and Empioyees
Cash Paid — Advances to Officer
NET CASH FROM OPERATING ACTIVITIES

CASH FLLOWS FROM INVESTING ACTIVITIES:
Purchase Fixed Asset

NET CHANGE IN CASH
CASH AND EQUIVALENTS AT 12/31/01

CASH AND EQUIVALENTS AT 12/31/02

Net Loss

Adjustment to Reconcile Net Income to Net Cash Provided by

Operating Activities:
Depreciation Expense
Distribution to Sharehoider

(Increase) Decrease in Assets:
Accounts Receivable
Loan to Shareholder
Prepaid Expenses
Increase (Decrease) in Liabilities:
Accounts Payable
Accrued Liabilities

TOTAL ADJUSTMENTS

NET CASH PROVIDED BY OPERATING ACTIVITIES

Non-Cash Items:
Distributions to Shareholder

Supplemental Disclosures of Cash Flow information:
Cash Paid for Interest Expense

Income Taxes Paid (See Notes to Financial Statements)

See Accompanying Notes and Auditors’ Report
7

$ 195,844
73

(191,710)
(133)

$ 4,074

s (5,128)

{1,054)

8,558

$ 7,504

(4,695)
5,128
(5,000)
6,731
4,592
(1,553)

(1,134)

8,768

S 4,074

$ 5,000

[w]



NOTE 1.

NOTE 2.

HOLLOWAY & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

FORM OF PRESENTATION

These financial statements are presented as the Annual Audited Report Form X-17A-5,
Part llA, as required by the Securities and Exchange Commission. This information is
required of brokers and dealers. Holloway & Associates, Inc. holds membership in the
National Association of Securities Dealers, and, as such, is also required to file an annual
report with that association.

SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies are as foilows:

Property and Equipment

The major groups of equipment consist of:

Machinery and Equipment $ 11,595
Furniture and Fixtures 5,298
16,893

Less Accumulated Depreciation 16,893
TOTAL $ 0

Depreciation

Depreciation is provided primarily on accelerated methods, including IRS Code Section
179 deductions, used for federal income tax purposes over the applicable life of the
depreciable asset. All fixed assets have been fully depreciated. Depreciation expense for
2002 was $5,128.

Income Taxes

The Company has elected to have its income taxed under Subchapter S of the Internal
Revenue Code, which provides that, in lieu of corporate income taxes, the shareholder is
taxed on his proportionate share of the Company’s taxable income. Therefore, a
provision or liability for federal or state income taxes is not included in these financial
statements. [n addition, deferred income taxes have not been calculated.

Minimum Net Capital Requirement

Effective July 1, 1994, the Company must maintain minimum net capital of $5,000.

Cash Equivalents

For purposes of the statement of cash flows, the Company considers all highly liquid
investments purchased with a maturity of three months or less to be cash equivalents.



NOTE 2.

NOTE 3.

NOTE 4.

HOLLOWAY & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Cash Management

The Company invests its working cash balances in interest bearing accounts whenever

possible. Cash accounts are adequately covered by FDIC insurance at the end of the
calendar year.

Risk Management

The Company carries commercial general, property, employee, and liability insurance
coverage. Insurance needs and coverage are reviewed periodically.

LEASE AGREEMENTS

The Company leases office space under a renewable operating lease, currently on a
month-to-month basis. Office rental expense was approximately $9,650 for the year
ended December 31, 2002.

Minimum payment cbligations under these leases for the next five years are as follows:

2003 $ 9,650

2004 9,650

2005 9,650

2006 9,650

2007 9,650

TOTAL $ 48,250
RECEIVABLES

Receivables at December 31, 2002 consisted of;

Commissions Receivable $ 9,146
interest Receivable From Shareholder 0
Note Receivable From Shareholder 7,737
TOTAL $ 16,883
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NOTE 5.

HOLLOWAY & ASSOCIATES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2002

RELATED PARTIES

The 100% shareholder of the Company also operates an insurance business as a sole
proprietorship. Secretarial services are provided to the Company from the sole
proprietorship in exchange for the use of the office space. The Company and the sole
proprietorship share auto and other expenses. Allocations for shared office expenses
have been made between the Company and the sole proprietorship.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1A

BROKER OR DEALER  HOLLOWAY & ASSOCIATES, INC. asof 12/31/02

Exemptive Provision Under Rule 15¢3-3

25. It an exemption from Rule 15¢3-3 is claimed, identify beiow the section upon
which such exemption is based {check one only)

A, (k)
8. (k)

C. (k)

D. (k)

{1)=$2.500 capitat category as per Rule 15¢3-1

l 4550

(2){A)—"Special Account far the Exclusive Benefit of
customers’' maintained

(w50

(2)(B)—All customer transactions clearea through another
broker-deater on a fully disclosed basis. Name of clearing

tirm ! ‘ 4338 ]

4570

(3)—Exemptea by order of the Commission

4580

SEE ACCOMPANYING NOTES AND AUDITORS' REPORT.
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SUPPLEMENTAL SCHEDULE |

HOLLOWAY & ASSOCIATES, INC.
RECONCILIATION OF AUDITED AND UNAUDITED
COMPUTATION OF NET CAPITAL
YEAR ENDED 12/31/02

Net Capital Per Unaudited Focus Report as of 12/31/02 $ 10,187

Adjustment of Receivables From Non-Customers (Line 355):
Add Additional Commissions Receivable ' 4685

Adjustment of Accounts Payable (Line 1205):

Add Accounts Payable Adjustment 368
Less Accrued Liabilities (65)
Net Capital Per Audited Focus Report as of 12/31/02 $ 15185

See Accompanying Notes and Auditors’ Report
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SUPPLEMENTAL SCHEDULE iI

HOLLOWAY & ASSOCIATES, INC.
RECONCILIATION OF AUDITED AND UNAUDITED STATEMENT
OF CHANGES IN OWNERSHIP EQUITY
YEAR ENDED 12/31/02

Total Ownership Equity Per Unaudited Focus Report

as of 12/31/02 $ 25,542
Change in Net Income - 6,959
Distributions to Shareholder { 5.000)

Total Ownership Equity per Audited Focus Report
as of 12/31/02 $ 27,501

See Accompanying Notes and Auditors' Report
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P.O. Box 1496

Easton, Maryland 21601
Phone: 410.822.9306
Fax: 410.822.9309

Wallace & Company, CPA’s by e

Board of Directors
Holloway & Associates, Inc.
Easton, Maryland

INDEPENDENT AUDITORS' SUPPLEMENTARY
REPORT ON INTERNAL CONTROL STRUCTURE REQUIRED BY
SEC RULE i7a-5 ’

In planning and performing our audit of the financial statements of Holloway & Associates, Inc. for the year
ended December 31, 2002, we considered its internal control structure, including procedures for
safeguarding securities, in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, we have made a study
of the practices and procedures followed by Holloway & Associates, Inc., including tests of such practices
and procedures that we considered relevant to the objectives stated in rule 17a-5(g): (1) making the
periodic computations of aggregate indebtedness (or aggregate debits) and net capital under rule 17a-
3(a)(11) and the reserve required by rule 15¢-3(e); (2) making the quarterly securities examinations,
counts, verifications and comparisons, and the recordation of differences required by rule 17a-13; (3)
complying with the requirements for prompt payment for securities under section 8 of Regulations T of the
Board of Governors of the Federal Reserve System; and (4) obtaining and maintaining physical

possession or control of all fully paid and excess margin securities of customers as required by rule 15¢3-
3.

The management of the Company is responsible for establishing and maintaining an internal control
structure and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits and
related costs of internal control structure policies and procedures, and of the practices and procedures
referred to in the preceding paragraph, and to assess whether those practices and procedures can be
expected to achieve the Commission's above-mentioned objectives. Two of the objectives of an internal
control structure and the practices and procedures are to provide management with reasonable, but not
absolute, assurance that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition, and that transactions are executed in accordance with
management's authorization and recorded properly to permit preparation of financial statements in
accordance with accounting principles generally accepted in the United States of America. Rule 17a-5(g)
lists additional objectives of the practices and procedures listed in the preceding paragraph.
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Board of Directors
Holloway & Associates, Inc.
Page 2

Because of inherent limitations in any internal control structure or the practices and procedures referred to
above, errors or irregularities may occur and not be detected. Also, projection of any evaluation of them to
future periods is subject to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate. Our consideration of the internal
control structure would not necessarily disclose all matters in the internat control structure that might be
material weaknesses under standards established by the American institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control structure elements does not reduce to a relatively low ievel the risk that errors or irregularities in
amounts that would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing the assigned functions.
However, we noted no matters involving the internal control structure, including procedures for
safeguarding securities that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that
do not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company's practices and
procedures were adequate at December 31, 2002, to meet the Commission's objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission, the
New York Stock Exchange, and other regulatory agencies which rely on Rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and shouid not be
used for any other purpose.

[Uallace + Compuny s

Easton, Maryland
February 11, 2003
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